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Agriculture in new Member States – expectations and lessons learned 
 
 
  Eight post-socialist countries, which joined EU in 2004, form heterogeneous group, 
especially when agriculture is considered. Present structure of agriculture in new member 
states is a result of communist legacy, strategy of post-communist transformation and 
adjustment to the EU conditions. May 1
st 2004 could be treated as a symbolic date of the end 
of post-communist transformation in eight above mentioned countries. By joining EU it was 
formally confirmed that these countries have built political and economic system which is 
generally compatible with system existing in EU-15. Minor transformations and adjustments 
to the EU conditions will continue for many years, of course. From previous enlargements we 
may learn that full institutional adjustment to mechanisms and structures of the European 
Community, which allows for taking full benefits from integration, takes 10-15 years. New 
member states are in the first stage of this process. 
  In this paper I will present and discuss main results of accession for agriculture mostly 
on the example of three new members: Poland, Czech Republic and Hungary.  
 
  The effects of integration with the EU in relation to agriculture may be presented in 
breakdown into three spheres: 
• Real sphere: changes in production, profitability, incomes, exports, imports, etc. 
• Regulatory sphere: new instruments of agricultural policy, liberalization of trade within the 
Union, support system for agriculture and rural areas, legal standards, etc., 
• Spheres of perception and evaluation of what is going on in our countries in respect of 
European integration: hopes and fears in connection with integration, range of support for 
accession to the EU, evaluation of benefits and concerns resulting from Community policy 
instruments, etc. 
 
  Agricultural situation in transforming economies has been difficult in most of the 
period between 1990 and 2004. It was due to necessary profound changes in structures and 
institutions both in agriculture and in its economic environment.  
Main developments in agriculture in countries discussed here were as follows: 
-  Decline or stagnation of agricultural production; 
-  Unfavorable price relations; 
-  Low rate of investments; 
-  Continuous changes in property rights structure; 
-  Growing pressure of foreign competition; 
-  Unstable and inconsistent agricultural policy. 
 
  Benefits from economic development which are a result of successful post-communist 
transformation are unevenly distributed among rural and urban areas. Disparities of incomes 
have been growing quickly during that time. Among three discussed here NMS biggest 
disparities are observed in Czech Republic and in Hungary, and lowest in Poland. 
 
Table1: GDP per capita in three types of regions in 2001 on NUTS 3 level (EU-25 = 100.0) 
 
  PR  IR  PU  PU/PR ratio  MS value 
Czech  Republic  52.5  55.9 147.2 280.4  66.2
  2Hungary 40.6  48.0 116.1 286.0  56.2
Poland 36.4  38.8 73.9 203.0  45.9
Source: Rural Development 2006, p. 48 
Classification of regions: PR – Predominantly Rural, IR – Intermediate Regions,  
PU – Predominantly Urban 
 
 
  Attitude of farmers in CECs towards European integration before accession was 
dominated by fears rather then by hopes and optimistic views. This attitude had its roots in 
farmers experience with post-communist transformation and market reforms. For large groups 
of farmers it was almost traumatic experience. 
 
The role of SAPARD 
 
  In the beginning of year 2000, 10 candidate countries in Central and Eastern Europe 
got access to pre-accession funds, including SAPARD, special program aimed at supporting 
agriculture and rural development. SAPARD had two major goals: first, to contribute to 
building institutions which were necessary for successful integration with EU and second, to 
accelerate modernization of agriculture, food industry and rural areas. Pre-accession programs 
based on the rules and mechanisms used by EU for governing structural funds. In this 
situation success in absorbing efficiently pre-accession funds depended on building 
institutions, including legal framework, similar to those existing in EU. SAPARD played 
important role in adjustment to the EU conditions and in mobilization of governments, 
farmers, agricultural and rural organizations for modernization of agriculture, food sector and 
rural areas. Efficient implementation of SAPARD has been important factor for later 
successful adaptation to the CAP framework. It was clearly visible in the case of Poland. 
SAPARD was an important learning process for central and local governments, farmers and 
their organizations, agricultural advisors, food industry managers and others. This program 
finally contributed also positively to the attitudes of farmers towards European integration, 
although beginning of the program implementation was difficult and often discouraging.  
  According to the SAPARD financial plan, resources allocated to the candidate 
countries were available since the year 2000. Practically, expenditures within SAPARD 
programme started much later. In Bulgaria, Estonia, Latvia, Lithuania and Slovenia it was in 
2001; in Hungary, Poland, Romania and Slovakia in 2002, but in Czech Republic not until 
2004.  In Hungary and in Romania after starting the programme in 2002, there was break in 
SAPARD expenditure in the year 2003. Bulgaria, which begun the programme in the earliest 
group of countries had difficulties with implementation of particular SAPARD measures. 
Bulgaria utilized by 2005 only 36% of SAPARD allocated money. The story of SAPARD 
implementation illustrates how important and difficult was to build institutional capacity for 




Table 2: SAPARD Expenditure by country, programming period 2000-2006 (1000 EUR) 
Member 
State 













































































NMS -8  0  17 503  68 721  173 105  442 516  557 519  1 259 364  94% 
Source: Rural Development 2006 
 
  Since mid-2002 Polish farmers and local self-governments could seek Community 
support under the pre-accession SAPARD program. The number of applications submitted for 
this program grew at a very high rate and the funds allocated to Poland were distributed 
completely by 2004. In all, the funds allocated to four measures under SAPARD amounted to 
EUR 1084 million, in that about EUR 720 million from the EU. The finally accepted 24 396 
applications (from over 27 thousand registered) for an amount of 4 805 MPLN, which made 
100.7 per cent of the program limit. 
 
  There were 15 measures available in the SAPARD program. Each candidate country 
selected some of them according to its priorities in the field of agriculture, food processing 
and rural development. Most of 8 NMS have chosen measures supporting competitiveness of 
agriculture and food processing. Final allocation of SAPARD money has been as follows: 
- processing and marketing     33% 
- rural infrastructure      29% 
- investments in agriculture    23% 
- diversification of agriculture   9% 
- other measures       6% 
  In Poland priority was given to rural infrastructure, in Hungary it was investments in 
agriculture, but in Czech Republic, except processing and investments in agriculture, 
relatively high priority was given to measures: land improvement/repalcelling and renovation 
of villages. 
  Selection of priorities for public support (both domestic and EU) and the process of 
building institutional framework for efficient absorption of this support are a domain of 
politics and public choice. In some countries, instability of governments and agricultural 
policies, high political impact on the operation of agencies and other institutions 
implementing agricultural and rural development programs had negative effects on efficiency 
of SAPARD and similar programs. The same situation we observe after accession. Although 
agricultural policy has become common (goals, principles, instruments, budgeting and so on) 
but implementation of CAP plus setting up and operating rural policy still is an area of 
national policies.  
 
Main effects of accession for agriculture and rural areas in new Member States 
 
  Common Agricultural Policy is the most developed and comprehensive institutional 
system of European Community operation. CAP is regarded special “glue” strengthening 
integrity of the EU. This is also the most expensive part of EU policy. Attractiveness of CAP 
has been an important part of general attractiveness of EU for candidate countries. Analyses 
and simulations prepared before accession revealed significant benefits for agriculture in 
NMS coming from entering CAP
1. In these circumstances how to explain fears and negative 
attitudes of farmers towards accession in candidate countries before 2004?  In my opinion, 
these attitudes were determined mainly by three factors: 
                                                 
1 One of the studies on competitiveness of CEECs agriculture and on the impact of integration on agriculture and 
rural areas in accession countries is IDARA project, summarized in Integrated Development of Agriculture and 
Rural Areas in Central European Countries. (2006) Edited by S. Davidova, K. Bauer, and M. Cuddy. Lexington 
Books 
  4-  painful experience with market reforms and restructuring of agriculture during post-
communist transformation; 
-  asymmetrical trade liberalization between EU and CEECs in the 1990s; 
-  complicated, bureaucratic, and not transparent nature of CAP. 
  In the 1990s almost all CEECs, except Hungary and Bulgaria, became net importers of 
agro-food products. Central and East European markets was flood by subsidized agro-food 
products from EU. Competitiveness of agriculture in CEECs was generally low in the 90s due 
to underinvestment, low profitability and unfinished institutional reforms. Majority of farmers 
in the candidate countries were afraid that they could not face up to competition from EU-15 
farmers after accession.  
  Scope and conditions for agricultural support in NMS were not clear until the end of 
negotiations about membership which was finished in December 2002. Direct payment issue, 
reference quantities, milk and sugar quotas, co-financing of agricultural and rural measures, 
and level of financial resources devoted to NMS were among most controversial topics during 
negotiations. Even in 2002, one year before referendum on membership in EU, farmers in 
accession countries were afraid that they will be treated as “second class” participants of the 
CAP. Reluctance to extend direct payments in agriculture to new members, presented by EU-
15 during first phase of negotiations played important role in building negative attitude among 
CEECs farmers towards European integration. Another important aspect in this matter relates 
to high transaction costs of entering CAP. These costs could be regarded  ex ante transaction 
costs which must be paid before entering CAP and staring to benefit from this policy. 
Fortunately, part of this cost could be covered by EU from pre-accession funds –PHARE and 
SAPARD.  
 
























































































































EU-15  130 331    6 180    280 562  6.1  6.0  - 3 126 
Source: European Commission (data from Eurostat, FAO and UNSO) 
 
8 New Member States contributed in 10% in the total agricultural production of the EU-25 
(2005). It is much below of the production potential level in these countries. Contribution of 8 
NMS to some branches of EU agriculture is significantly higher than is shown by average 
index. In 2005 they amounted to (Changes 2007): 
- 29% in the production of cereals; 
- 17% in the production of beet; 
- 19% in the production of vegetables; 
  5- 13% in the production of fruit; 
- 16.5% in the production of meat, 
including: 
•  17.3% of pork; 
•  21 % of poultry 
- 19.5 of the output of milk. 
 
  One of the main effects of accession was significant increase in the support for 
agriculture from public finances (national and EU). In Czech Republic support for agriculture 
increased from average CZK18 008 billion in 1998-2003 to average CZK 30 129 billion in 
2004-2005 (Doucha, Jelinek 2007). Direct area payments have became main element of 
agricultural support. 
 
Table 4: Area payments in Czech R., Hungary, Poland and EU-15 (in EUR/ha) 
Country 2004  2005  2006 
Czech Republic  145.7 159.0 172.2 
Hungary 149.5  161.0  174.3 
Poland 104.0  113.4  122.9 
EU-15 300.5  300.5  300.5 
Source: Popp 2007. Payments for Czech R., Hungary and Poland include also contribution 
from national budget. 
 
In Poland, support for agriculture and rural development increased from PLN 5 080 million in 
2003 to PLN 18 515 million in 2006, i.e. almost four times. 
 
Table 5: Support for agriculture and rural development in Poland, 2003-2006, in PLN million
2 
 2003  2004  2005  2006 
-  Expenditures from the 
state budget 
-  Expenditures from EU 
funds 





















Source: Analiza 2007, and Ministry of Agriculture and Rural Development.  
 
  Launching direct payments for farmers, based on a simplified scheme of 
implementation of this Community support, was extremely important for improvement of the 
financial condition of Polish agriculture. In virtue of considerable mobilization of institutions 
which process Community programs in Poland, particularly ARMA (Agency for 
Modernization and Restructuring of Agriculture), and solutions adopted at the 2002 
Copenhagen Summit, advantageous for Poland, 1.4 million of Polish farmers, operating on 90 
per cent of cropland in the country, could benefit from direct payments already in the first 
year of membership; these payments amounted to PLN 6 388 million. In 2005 PLN 6.8 billion 
were allocated to direct payments, granted to 1.5 million farmers. Among the new 
Community members, Poland was the country in which during the first year of membership 
direct payments were disbursed the earliest and probably most efficiently. Adoption of a 
                                                 
2 Amounts presented in the table 5 do not include expenditures from the Polish state budget aimed at support of 
social security system for farmers. This support amounted to 14 969 PLN million in 2006. This was much more 
than total transfer from EU to Polish agriculture. It is paradoxical that after accession expenditure from the state 
budget for agriculture has increased despite including Poland in the Common Agricultural Policy system. This is 
due to national complementary direct payments (top-up) and co-financing of other rural and agricultural 
programs. 
  6simplified scheme for these payments and allowing almost all farmers to benefit from them 
was and still is controversial among economists and some politicians. It is emphasized that 
such form of Community support does not foster improvement of the agrarian structure in 
Poland, does not prefer the most efficient and competitive holdings and may create a situation 
in which a large part of funds intended for modernization of agriculture may be finally used 
for increased consumption in peasant farms. There are several arguments in defense of the 
solution adopted in Poland: 
• Payments were launched quickly and efficiently, which had a very positive impact on the 
farmers' attitude towards the EU. Farmers were the first beneficiaries of the Community funds 
after Poland obtained membership in the Community. 
• Payment distribution was featured by general and easy access, but was far from the principle 
of equality; those farmers who manage vast areas of land received large funds and small 
farmers received relatively little. 
In this situation owners of huge, commercial holdings received large amounts which allow 
increasing capital expenditures and enhancement of competitiveness. These funds shall also 
be accessible to them in the coming years on a growing basis (phasing-in principle). 
  In Hungary, direct payments for farmers were delayed due to some problems with 
administration of agricultural transfers. It coincided with record harvests in 2004 and 2005 
which caused difficulties in managing and storage of big amounts of grain. Dissatisfaction 
with implementation of CAP in Hungary took form of massive demonstrations of farmers on 
the streets of Budapest. In 2005 around 210 thousand farms received direct payments in 
Hungary (New 2007). It is relatively small share of all farms operating in this country. The 
number of farms reached 660 thousand in 2005. There is sharp polarization of farm structure 
in Hungary. The average area size of all farms in Hungary is 8.6 ha, but 70% of all individual 
farms are below 1 ha, and 93.4% below 10 ha. The position of large farms is still dominant in 
land use and production. Farms operating at least 100 ha constitute 1% of all farms but they 
use 72.2% of agricultural area in Hungary (New 2007). 
  The first three years of Poland's membership in the EU were – on the whole – 
advantageous to Polish agriculture. However, this period is too short to become a turning-
point in its modernization and to reduce the distance to west European agriculture. European 
integration, i.e. free access by Polish agricultural and food producers to the huge market for 
450 million consumers and the opportunity to benefit from the extensive aid for agriculture 
and rural areas, funded from Community sources, provided a new, huge opportunity for 
remarkable improvement of the condition of Polish agriculture and food economy as a whole, 
never encountered earlier. What use shall the Polish farmers make of it? The beginnings were 
promising: relatively good adjustment to Community standards by Polish producers, general 
absorption of funds allocated to direct payments, extraordinary dynamics of exports to 
Community markets, growth of investments in agriculture and food economy and suchlike 
phenomena. Despite the fears expressed earlier, Poland's accession to the EU did not prove 
traumatic to Polish farmers; small holdings were not eliminated, the Polish market was not 
flooded with foodstuffs from other EU MS, foreigners do not purchase agricultural land en 
masse and the Polish farmer had no grounds for feeling alien in the "European family". These 
positive developments influenced also attitude of farmers towards European integration. 
 
Table 6: Share of farmers supporting Poland's accession to the EU 
Year 1999 2002 2003 2005 
Supporters  (%)    23 38 66 72 
 
Source: For 1999 and 2002 research of the Institute of Public Affairs; for 2003 support for EU 
accession recorded during the referendum; for 2005 (February) CBOS data 
  7 
 
One of the most positive outcomes of Poland’s integration with the EU is acceleration of 
agro-food trade.  
 
Table 7: Agro-food trade in Poland 
 
2003  2004  2005 2006 2004 2005 2006  Specification 
EUR million  2003 = 100.0 
Exports of agro-
food products, 
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Source: Szczepaniak, 2007 
 
  Poland and Hungary were biggest agro-food trade net exporters among 10 NMS, but 
tendencies in both countries are different. In the beginning of transformation, agricultural and 
food products contributed in 24.9% of total exports in Hungary. In 2006 it was only 7.2%, and 
balance of agro-food trade has fallen from EUR 1 573 million to EUR 993 million in 2006. 
“Although imports are projected to increase further, the agricultural and food trade balance of 
Hungary is likely to remain positive; however, if improvements in the commercial 
infrastructure fail to take place, the trade surplus may slowly erode.” (Potori, Nyars 2007, p. 
101). This tendency is clearly shown in fruit trade in Hungary, where positive trade balance  
of  EUR 62 million in 2000 turned to minus EUR 42 million in 2006 (Potori, Nyars 2007, p. 
108). Hungary became also net importers of dairy products and pig meat. 
  In Czech Republic, agro-food trade balance has declined during transformation period. 
This tendency has not been reversed after accession. Quite contrary: negative trade balance in 
agro-food products significantly increased in 2004-2006, especially in trade within EU-25 
(Doucha 2007) 
 
  Inclusion of Polish farmers into the CAP forces revolutionary changes in relations 
between farmers and the financial and advisory institutions. In late nineties only less than 20 
per cent of farmers had bank accounts and used bank services. In 2004 almost 90 per cent of 
farmers had to have a bank account to be able to receive direct payments and other forms of 
Community support. The necessity to contract bridge and supplementing loans, required to 
absorb agriculture-oriented measures, was an additional impulse for popularization of the use 
of banks among farmers. The use of EU aid programmes requires considerable knowledge: 
technical, production, economic, legal, ecological and other. Therefore, demand for guidance 
in this respect also grew. Business plans, „cash flow”, animal welfare, code of good 
agricultural practices or 12 ecological standards for investments and production became 
prerequisite components of farmer's knowledge if he wants to benefit from the Community 
support system for agriculture. European integration forced our farmers to learn how to use 
modern financial and advisory institutions and to harmonize the complex production and 
economic processes with requirements in respect of the use of the natural environment, in 
which agricultural activities are set. 
  8  Accession has big impact on land market in new Member countries. In all these 
countries, except Czech Republic, prices of agricultural land increased significantly. 
 


















Source: Swinnen, Vranken 2007, Feher, Biro 2007, * nominal prices 
 
  Land transactions in Czech Republic are difficult due to complicated property 
structures and limited accessibility of plots.  Former state and cooperative large farms have 
been divided between many owners who often do not work personally in agriculture. Part of 
the land does not have identified owner. In Czech Republic 86% of total agricultural land is 
rented. In Poland only 22% of agricultural land is under rental contracts. Attractiveness of 
agricultural land property in new Member States has increased significantly after extension of 
area direct payment scheme to these countries. There are also other payments available for 
operators of land (LFA, forestation etc.) New Member States established some transitional 
restrictions for acquisition of agricultural land by foreigners. These restrictions are in force 
during 12 years after accession in Poland and 7 years in Czech R., Estonia, Hungary, Latvia, 
Lithuania, and Slovak R.  
 
Conclusions and lessons learned 
  
  Accession of 8 former communist countries to the EU in 2004 was a historical turning 
point for these countries. Three years after this event we may say that accession played 
important and highly positive role in acceleration of economic development and 
modernization in new Member States. Agriculture was among first and biggest beneficiaries 
of this process. Not all outcomes of European integration are positive for farmers in NMS but 
positive ones prevail. It is not possible to prepare comprehensive evaluation of results of 
eastward enlargement of the EU after 2-3 years of this event. The most important effects of 
enlargement will come later.  In this paper I presented only selected aspects of processes 
initiated few years ago. Some conclusions drown from this analysis are as follows: 
•  The attitude of farmers in post-communist countries towards accession was a mixture 
of fears and hopes, with fears prevailing in the beginning. 
•  Majority of farmers looked at European integration through the lens of their 
experience with post-communist market reforms which brought to them many painful 
results. 
•  Market reforms and opening-up the CEE economies in the 1990s have revealed low 
competitiveness of agriculture and food economy in these countries. Most of them 
became net importers of agro-food products, including Poland, biggest country in this 
region. Growing import of agro-food products came mainly from EU countries. This 
experience contributed to the fears related to expected full liberalization of trade with 
EU after accession. 
  9•  Institutional system in agriculture and in cooperating branches was a big concern in 
CEECs before accession. Some important institutional reforms were not finished 
before integration with EU, including land reforms, cooperation structures between 
farmers, organizational system for promotion of progress in agriculture (research and 
advisory services) and marketing structures for agricultural products. 
•  Adaptation of legal framework and building other institutions necessary for entering 
CAP system was a big challenge for all candidate countries. This was also linked with 
high transaction costs related to accession. 
•  What farmers in CEECs expected from the accession? 
-  substantial increase of the support for agriculture and rural development; 
-  higher prices of agricultural products and better incomes from farming; 
-  easier access to the EU markets and equal treatment of producers from old and new 
Member Countries; 
-  stabilization of agricultural policy and relatively clear vision of policy framework for 
coming years. 
•  Most of expectations have come true but some disappointments remain. Efficient and 
quick absorption of EU support need adequate institutional capacity. Institution 
building necessary for comprehensive implementation of CAP has been delayed in 
some cases. For example, in Hungary farmers received direct payments later than it 
was expected by them due to institutional problems. Higher agricultural incomes and 
growing demand have induced increase of agricultural inputs prices. Unfavorable 
terms of trade in agriculture, has not been changed after accession. There was much 
faster increase in agricultural input prices than in agricultural outputs prices: in Czech 
R. agricultural price index reached 40% of 1990 level (Doucha 2007), in Poland it was 
69% of 1995 level (Analiza 2007) Significant part of agricultural support has been 
transferred to other branches of the economy. CAP payments play important role in 
stimulation of agribusiness and consumption spending in rural areas. 
•  Agricultural policy in the EU is common but institutional framework for 
implementation of CAP measures in particular member country is a subject of national 
political game. This factor strongly determines of CAP effects in each member state. 
Unfortunately, political situation in some new Member States is unstable and this has 
negative impact on efficient implementation of CAP and other EU programs
3. 
Governance structures for implementation of EU support have became an area of 
intensive politicking. This phenomenon contributes to lowering efficiency of EU 
support.  
•  Eastward enlargement of EU has made additional pressure for reforming CAP. Even 
before enlargement it was clear that CAP for EU-15 does not fit to EU-27. Some steps 
toward reforming of CAP have been made since adoption of Agenda 2000 but 
fundamental and comprehensive reform of CAP is still ahead. 
•  Growing significance of rural development measures in the framework of CAP 
inclines to better coordination of this policy with other EU-sponsored policies and 
programs. 
•  New Member States do not participate sufficiently in European dialogue about CAP 
reforms in connection with reforming other important elements of EU.  
 
 
                                                 
3 Chairman of Agency for Restructuring and Modernization of Agriculture (ARiMR), the biggest public 
institution responsible for distributing direct payments and other agricultural support has been changed seven 
times during past two years, due to political shifts in Poland.  
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